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Abstract 
 
In the New South Africa, as in other developing countries, the equitable distribution of public 
resources is a priority. The case for public support of the arts is thus difficult to make because 
it has been shown and borne out by South African research, that arts audiences tend to 
represent the better educated, more prosperous minority of society, not the majority of the very 
poor, mainly African-origin population. Using data from willingness to pay studies conducted 
at two South African arts festivals, this paper shows that, when the positive externalities 
provided by the arts are included in their valuation, it can be shown that both high and low 
income earners benefit. However, as suggested by Seaman (2003), it is also found that some of 
what the WTP figure is capturing is current and expected future economic benefit from the 
event. 
 
Introduction 
 
Ten years into the New South Africa, the equitable distribution of resources continues to be a 
priority. Motivation for public spending on the arts must not only compete with sectors such as 
housing, education and health for very limited public funds, but also take into account the 
distribution of benefits between a population still largely divided along the lines of race and 
wealth. Since many studies have found that arts attenders worldwide represent the educated, 
prosperous minority of society (Morrison and West, 1986; Dobson and West, 1990; Hendon, 
1990) and not the “masses”, governments focusing on developmental issues may be unjustified 
or unwilling to spend more on cultural goods. 
 
Throsby (2001) however argues that, in many ways, it is culture that underlies economic 
development and that “strategies to alleviate poverty in the Third World and to promote 
economic advancement will need to have regard for the process of cultural change which may 
be critical in determining their success or failure”. While the South African government 
acknowledges the role of the arts in “enhancing the country’s identity and distinctiveness” 
encouraging “nation building” and assisting in personal development by increasing self-
confidence and promoting self esteem (White Paper on Arts, Culture and Heritage, 1996), the 
major focus of policy has been on the job creation and financial benefits that the arts provide, 
rather than on their less tangible attributes. 
 
While the economic benefits of the arts are important, research (Antrobus et al., 1997) shows 
that it is again largely those who have the means to capitalize on, for example, cultural tourists, 
that mainly benefit. In addition, Seaman (1987) points out that, “Arts proponents are involved 
in a dangerous game when they resort to impact studies. In a sense, they are choosing to play 
one of their weakest cards, while holding back their aces.” His point is that all investments, for 
example in a shopping mall, will result in some economic impact, but that this is not a good 
reason to lobby for public support. It is the positive externalities that the arts provide, that 
result in market failure, which should be used to argue for public support. 
 
What follows is a discussion of willingness to pay studies conducted at two South African arts 
festivals, the National Arts Festival in Grahamstown and the Klein Karoo Nationale Kunstefees 
in Oudtshoorn. The aim of the study is to describe the private and public benefits of these arts 
festivals to high income and low income groups in both festival towns and, secondly, to test 
Seaman’s (2003) suggestion that what the willingness to pay figure is partly capturing is 
current or expected future financial benefit, rather than purely positive externalities. 
 
 
1. The National Arts Festival and the Klein Karoo Nationale Kunstefees  
 
The National Arts Festival (NAF) was the first major arts festival in South Africa. Founded in 
1974, it runs for about ten days at the end of June and beginning of July each year in 
Grahamstown in the Eastern Cape province. The program includes a heavily sponsored Main 
section and a less sponsored Fringe program for more experimental art. It includes dance, 
drama, music (vocal and instrumental) and art exhibitions from both Western and African 
traditions as well as a few international performers (Neville, 1999; NAF Programme, 2003). It 
attracts about 12,000 visitors a day for 10 days (Snowball and Antrobus, 2003).  
 
The Klein Karoo Nationale Kunstefees (KKNK) takes place in Oudtshoorn (Western Cape) in 
early April and features visual and performing arts. It was started in 1995 as an Afrikaans 
alternative to the mostly English National Arts Festival and focuses on Afrikaans language 
productions and culture (KKNK Feesgits, 2003). In 2003, the festival attracted about 108,000 
visitors in total (Saayman and Saayman, 2003).  
 
Both festivals have similar structures in that they include ticketed Main and Fringe events, a 
certain number of free shows and craft markets. Both are heavily sponsored by private 
organizations, although the NAF has recently received considerable backing from the Eastern 
Cape provincial government as well.  
 
A certain amount of competition, reported on in the media, has sprung up between the older, 
more culturally diverse NAF and the newer, more focused KKNK. On the basis of ticket sales 
and economic impact, the KKNK is larger (Snowball and Antrobus, 2003; Saayman and 
Saayman, 2003) and appears to be growing faster than the NAF. However, when comparing 
the quality and diversity of shows, the NAF is ahead.  
 
The two festivals were chosen for study because they are South Africa’s biggest arts festivals 
at present. Both occur in small towns (Grahamstown has about 125,000 and Oudtshoorn 
80,000 residents) that are still largely divided along racial lines into high and low income areas. 
The structure of both festivals is similar as is their duration, making comparisons and 
combination of results easier. However, despite these similarities, there are also marked 
differences. The two festivals occur in two different provinces. The Eastern Cape is one of 
South Africa’s poorest provinces, with a mainly African-origin, Xhosa speaking population. 
The Western Cape is wealthier and has a more diverse population, mostly consisting of mixed-
origin and European-origin Afrikaans speaking people. Thus, by researching whether such 
diverse cultural groups benefit from arts festivals in such different situations, it may be 
possible to draw more general conclusions or compare differences from the results.  
 
 
2. The Willingness to Pay Method and Research Procedure  
 
Willingness to pay (WTP) or contingent valuation (CV) studies have been used extensively in 
the valuation of both mixed and public goods in cultural economics with fairly good success 
rates (Throsby, 1984; Hanemann, 1994; Thompson et al., 2003; Whitehead and Finney, 2003; 
Noonan, 2003). They are part of a group of stated preference methods that elicit the value of 
non-market externalities by directly asking respondents what they would be willing to pay to 
bring about or avoid a specific scenario. Responses are thus contingent on the scenario created.  
 
Although the method has been used for some time, it was only after the NOAA review, chaired 
by, amongst others, Kenneth Arrow and Robert Solow (Arrowet al., 1993) that CV became 
generally accepted. The report concluded that, if conducted following strict guidelines, the 
results of WTP studies are reliable enough to use as the starting point for litigation for damages 
for lost passive-use values.  
 
Despite this endorsement, however, there have been a number of criticisms of WTP studies, 
particularly related to the hypothetical nature of the created market and the difficulty of placing 
a value on hard-to-define goods. Diamond and Hausman (1994) argued that the method is 
riddled with bias, such as the so-called “warm glow” responses or “protest zeros”, and the 
insensitivity of bids to scope. They concluded that, “We believe that contingent valuation is a 
deeply flawed methodology for measuring nonuse values, one that does not estimate what its 
proponents claim to be estimating”. More recently, Epstein (2003) has added to such criticism, 
arguing that, although the method has been successful in controlling for some of the forms of 
bias mentioned by Diamond and Hausman (1994) it still contains hidden bias, caused, for 
example, by the lack of negative WTP values and the failure to distinguish between average 
and marginal values.  
 
Despite these criticisms, the NOAA report (Arrow et al., 1993) statement that contingent 
valuation “is the only method currently available for the express purpose of estimating passive 
use values” still stands. Careful questionnaire design, incorporating, for example, internal 
consistency checks, scope tests, a good debriefing section and a carefully explained scenario 
seem to go some way towards alleviating bias (Carson et al., 1995, 2003; Hanemann, 1994).  
 
Although many WTP studies have now been conducted on cultural goods (Noonan, 2003), 
very few have looked specifically at cultural events like arts festivals and even fewer such 
studies have been conducted in developing countries.  
 
Like many South African towns, Grahamstown and Oudtshoorn are still mostly divided into a 
higher income area, where the majority of residents are of European-origin and a lower income 
area, where the residents are of African-origin (Grahamstown) or mixed-origin (Oudtshoorn). 
The low income areas consist of a mixture of formal and informal housing and are some 
distance away from the central business district, which falls into the high income area of the 
town. While the divide is becoming ever more blurred, the two areas are still distinct and could 
thus be analysed separately. In particular, the distinction was a useful one in testing the 
generally held view that it is high income area residents who mainly benefit from the festivals, 
not those in the low income areas.  
 
Telephone interviews were conducted because the cost of face-to-face interviews was 
prohibitive and, while not ideal, telephone interviews were considered to be far preferable to a 
postal survey, particularly in areas where literacy is not high. In addition, it was easier to cater 
for different language groups when conducting telephone interviews. The questionnaire 
consisted of 4 sections. Firstly, closed-ended opinion questions, then a section on festival 
attendance and income, the WTP question and debriefing section and finally a section on the 
demographics of respondents.  
 
Since telephone access is considerably greater in high than in low income areas, a random 
sample of phone numbers would have been biased in favour of the high income area. Each 
town was thus divided into high and low income areas and a sample, approximating population 
make-up, was then taken. A common criticism of using telephone interviews is that the average 
household income of respondents is biased upwards, since only those households that can 
afford a telephone are surveyed. While it is thus possible that low income area household will 
produce upwardly biased average income figures, the results show that households with very 
widely ranging incomes were included, perhaps as a result of telephone sharing among low 
income households.  
 
In addition to a qualitative analysis, a quantitative analysis, using logit and Tobit regression 
functions, was also used to analyze results. After the exclusion of contradictory responses, 
those who rated themselves very unsure of their answers to the willingness to pay question or 
who were unable to give a reason for their support or non-support (9% of the Oudtshoorn and 
3% of the Grahamstown sample), the remaining sample consisted of 86 interviews from 
Oudtshoorn and 193 from Grahamstown, giving a data set of 279 observations, 171 of these 
from low income areas and 108 from high income areas. See Appendix 1 for a further 
discussion of response rates.  
 
 
3. Results  
 
3.1. Opinions and Externalities 
 
Following the questionnaire design of Thompson, Throsby and Withers (1983), questions 
about the feelings that the arts festivals evoked were asked first. Respondents were asked to 
respond to various opinion statements with agree, disagree or don’t know. A number of 
questions from a study on the impact of the Mildura Arts Centre in Australia (Throsby and 
O’Shea, 1980), were used. Rather than follow the open-ended format of the question, as in a 
study done by Morrison and West (1986), potentially more leading, but also more structured 
questions were asked first.  
 
The reason for using these relatively old studies as a basis is that, while a great number of WTP 
studies have now been conducted in cultural economics, very few of them have attempted to 
value a number of different arts events at once. That is, they tend to focus on one sort of 
cultural resource, like museums, a specific heritage site or performing arts. Those that are more 
general (for example, Thompson et al., 2003) have generally not used opinion questions to 
gauge attitudes before asking the willingness to pay question. However, later methodological 
refinements, like the post-decision confidence measure (used in the Thompson et al. (2003) 
study) and NOAA (1993) recommendations (such as an explicit reminder of budget 
constraints, internal consistency checks and a scope test) were included.  
 
The agree/disagree format was chosen to facilitate second language speakers (who chose to 
answer in their second language) and also to decrease the time required to conduct the 
interview (designed to increase levels of participation). A very similar format used in a 
previous Grahamstown festival study (Snowball and Antrobus, 2001) resulted in a good 
response rate and, compared to the open ended format questions asked at the end of the 
questionnaire, took a relatively short time. Besides reminding respondents of their feelings 
regarding the festivals and acting as an icebreaker, this section also acted as a useful 
consistency check with the debriefing section after the WTP question later in the questionnaire. 
WTP responses that contradicted earlier stated opinions were excluded from the survey.  
 
Table I below compares responses to the opinion question from the Grahamstown and 
Oudtshoorn festivals and further divides these into high income and low income area 
respondents.  
 
Table I shows that, in general, communities in both towns felt that their arts festival provided 
them with positive, non-market externalities in the form of feelings of pride, improved 
community education and value to future generations (or future use options for themselves). 
The results suggest that including only market benefits from the festivals in their valuation (in 
other words, economic impact studies) would underestimate festival value for the majority of 
both communities.  
 
Although not large in most cases, there are some interesting differences between high and low 
income groups. In both towns, more people from the low income areas agreed that the festival 
gave all the people in the community a sense of pride, despite the fact that people from these 
areas attended fewer shows and festival events than did those from the high income area. 
Another interesting difference is that, in both cases, more low income area respondents valued 
the education potential of the festivals than did high income respondents, probably because so 
little else is available to low income respondents in the way of extramural and cultural 
activities. In both cases, however, high income groups were more responsive to the idea of 
future or option use value, perhaps as a result of the fairly transient and migratory nature of 
many low-income residents as compared to those in the high income area.   
 
 
 
Table I. Opinion survey at the Grahamstown and Oudtshoorn arts festival, divided into high and low  
income groups 
 
 
3.2. Attendance and Earnings 
 
As could be expected in relatively small country towns, the vast majority of the population had 
attended the festival in some capacity. In Grahamstown an average of about 73% of the 
population attended the 2003 festival and 87% in Oudtshoorn; in both cases, a slightly higher 
percentage of people from the higher than the lower income areas attended. 
 
The attendance data collected show that, although there is a much higher attendance at ticketed 
shows amongst high income residents, as would be expected, there is also a fairly high level of 
participation from low income residents at free shows and the craft market (Table II). 
 
 
Table II. Average number of free and ticketed shows attended at the Grahamstown and 
Oudtshoorn festivals (including non-attenders) 
 
Although both festivals have considerable economic impact on their regions – R33 million ($5 
million at the current exchange rate of R6.50 to the dollar) a year for Grahamstown (Snowball 
and Antrobus, 2003) and R44 million ($6.7 million) a year for Oudtshoorn (Saayman and 
Saayman, 2003) – the impact in terms of earnings by households resulting directly from the 
festivals is limited. Only 21% of Grahamstown respondents and 30% of Oudtshoorn 
respondents had earned money from the festival and in both cases fewer people from the low 
income than the high income areas had benefited directly. 
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3.3. Willingness to Pay 
 
The WTP scenario was constructed based on the original Grahamstown pilot study (Snowbal
and Antrobus, 2001) and in consultation with other reviewers (Noonan and Thompson, 
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As you might know, arts festivals, like schools and hospitals, don’t make enough profit to survive on 
their own and rely quite heavily on sponsorship from private companies or the government. 
Government funding comes from the taxes that we pay – income tax and indirect taxes, like VAT. 
In developing countries, like South Africa, there are many things that government funds need to be 
spent on and some of them are regarded as more important than arts festivals. Some private sponsors 
also feel that their money is b
at there would be less month
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Oudtshoorn respondents were then asked the following closed-ended question, with varying 
starting bids: 
 
Taking into account your normal monthly expenses, would you be willing to pay R10/R20/R30 a 
month in extra taxes to prevent the festival from getting 25% smaller? That means that you won’t 
have the money to spend on things you normally buy, like food, transport and entertainment. 
 
T
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Both studies included a scope test, referring to a 25 or 50% decrease in festival size – simply 
defined as fewer shows and fewer visitors. Given the wide range of festival events, it was felt 
that a more specific description of the exact number of shows on the Main and Fringe, fr
events and craft market stalls would prove too laborious and extend the time of the telephone 
interview by too much. 
 
A problem was that nearly a quarter of the respondents (23.6%) in Grahamstown and 20.
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Table III. Willingness to pay qualitative results 
 
 
 
Also in order to prevent any upward bias, WTP amounts were recorded as the last amount that 
the respondent definitely agreed to, not the cell mean. So, for example, someone who agreed to 
the R10 bid, but not the R20 bid was not coded as WTP = R15 (as is often the practice), but 
WTP = R10. For very high and low amounts responses are based on the open-ended questions 
(“What is the maximum amount you are willing to pay?”). In addition, the qualitative results 
presented below used only data from the 25% reduction scenario. 
 
An important result is that, despite a much lower attendance at ticketed events and lower 
earnings from the festival, a similar percentage of respondents from low income groups were 
willing to pay something to support the festival as were those from high income groups. As 
would be expected, though, the average WTP for those from high income areas was more than 
for low income areas. The difference between the two becomes more marked when willingness 
to pay responses greater than 1% of household income are recoded to a maximum of 1% of 
household income, but the general pattern remains the same. However, given that excluding 
about 30% of the sample is likely to lead to sample selection bias, the upper bound WTP 
figures were used in the tobit model and in calculating total willingness to pay. 
 
Interestingly, a considerably higher percentage of respondents in the Grahamstown than in the 
udtshoorn sample were willing to pay to support the festival. There are 2 possible 
xplanations for this: first, the Grahamstown festival is a national arts festival, has been 
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mentioned above) the economic impact of the Oudtshoorn festival is considerably greater than
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The overall willingness to pay for each festival was calculated using the upper bound average 
WTP (see Appendix 3 for calculations). For Grahamstown, WTP was almost R3 million (abo
$462,000) and for Oudtshoorn R2.9 million ($446,000) per year. 
 
A dominant reason for willingness to pay in the lower income areas was the perceived 
economic benefit: “Creates employment”, “Brings jobs”, “Jobs for the children”, “Helps the 
unemployed”, “attracts tourists” and so on. While current earnings from the festival were 
small in low income areas, considerable interest was expressed in future or poten
e
respondent stated clearly that, “Others get jobs, maybe next year I will be lucky”. 
 
In addition to financial benefits, both low income groups showed some awareness of the 
externalities provided by the festivals, particularly the educational aspect, entertainment and 
pleasure and community pride. The mostly commonly cited were that the festival provides 
entertainment and contact with the outside world (“I saw people I never thought I would”, “We se
nice things, people and clothes”), educational benefits, especially for the youth, community pri
and bringing “life to the town” and the showcasing of artistic talent, particularly locals 
(“Exposure for the gifted”, “Makes us proud and love theatre”). 
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3.4. Regression Results 
 
In
also run to determine the effects of attendance at festival shows, current earnings and future 
expected earnings as a result of the festival, opinions and demographic factors on willingness
to pay. As well as combined logit and tobit regressions, separate logit models for high and l
income areas from the Grahamstown and Oudtshoorn festivals were run. The results are 
presented in appendix Table 2. 
 
In order to take into account the large number (about 35% of the 
p
were run for the total sample, high income and low income areas. The dependent binary 
variable is willingness to pay per month to prevent a 25% or 50% decrease in festival size 
where zero WTP is coded as zero and positive WTP is coded as one. The zero responses 
cannot be regarded as protest zeros because they were specifically related to the good in 
question, often referring to negative aspects of the festival as reported above. 
 
As mentioned previously, a problem was that about 40% of the sample was unable o
to give their monthly hou
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G
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research suggests that qu
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can result in a very inaccurate household income report. For example, how is it possible that 
respondents who reported no household income had access to a telephone? Quite probably, 
government grants, family support and incidental earnings are being excluded in this and many
other cases. 
 
Another method of evaluating in
th
Oudtshoorn and Grahamstown can still be divided into high income and lower income 
residential areas, expenditure on housing was used as an indication of income. An area 
variable, coded as 1 for low income areas and 0 for high income areas was thus used as a
for income. 
 
The logit models performed fairly well, with McFadden R-squared values in excess of 0.3
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the 
people in the low income as in the high income area were willing to pay something. This is an 
indication that support for the festivals is not limited to high income area residents (as has been 
the contention of Grahamstown and Oudtshoorn town councilors). Despite the insignificanc
of this variable, separate high and low income area regressions were run in order to examine 
any differences in willingness to pay determinants, given that the two areas are not only 
differentiated by income levels, but also have language and cultural differences. 
 
For inclusion in the regression, answers to the opinion questions were coded so that agreemen
with positive statements about the festival were given a score of 1 and answers indicating 
negative opinions or “don’t know” answers were scored zero. The results for the combined 
model were p
p
made respondents 1.8 times more likely to be willing to pay to support the festival. In the 
separate high and low income area models, opinions were also shown to be positive a
significant. 
 
Attendance at free shows (including the craft market) was a significant determinant of WTP – 
attendance at
m
significant variable. These results indicate some attender bias, that is, that respondents with use 
values are willing to pay more than those with only non-use values. In examining only the 
WTP of residents in the two festival towns (where there is a high level of attendance by alm
everyone), this is not a serious problem, but if the results were used to estimate willingness to 
pay of a broader population, including many non-attenders, the attender bias would have to be 
controlled for. As would be expected, WTP in the low income areas depended significantly on
the number of free shows attended, while attendance at ticketed shows was more important in
the high income areas. 
 
S
some future expected economic benefits, either for the respondents themselves or for their 
families and children. Given that both Oudtshoorn and Grahamstown are relatively small to
with little industry, tourist events like arts festivals are one of the few opportunities available
for earning additional income and WTP to support them might reasonably be expected to hav
something to do with economic benefit. However, as reported above, very few residents 
actually have current earnings from the festivals, especially in low income areas. As an att
to test the theory that future earnings as well as current earnings are an important determinant 
of WTP, tho
e
important in the open-ended comments section at the end of the questionnaire were coded as 1,
and 0 otherwise (“jobs” variable). 
 
Current earnings were a positive, but not significant determinant of willingness to pay, but 
those who cited future expected economic benefits, either for themselves, their children on 
community as a whole as a reason for supporting the festival, were 12.5 times more likely to be 
willing to pay than those who did not. This supports Seaman’s (2003) suggestion that WTP 
figures are capturing future expected economic benefits and could be an argument against 
simply adding economic impact and willingness to pay figures together to obtain a total value 
for cultural (or sporting) events. 
In comparing the jobs variable between high and low income areas it is surprising that, while it 
 positive and significant in both areas, it is far larger in the high income area – the estimated 
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logit increased by 36.7 units if jobs were mentioned in the high income area and by only 2.42
in the low income area. Table IV below shows that average current festival earnings is muc
higher in high income areas than in low income ones (perhaps the reason for the “jobs” 
variable’s bigger size in this area), although the percentage of respondents who cited current o
future expected gains as being a reason for willingness to pay was higher in the low income 
areas. 
 
 
 
 
 
Demographic variables were also significant, with older people and men being less likely to be 
willing to pay. The age result is possibly related to lack of use value or, as some respondents 
indicated, irritation over noise and congestion and disapproval of some of the more explicit 
show advertisements. The Grahamstown festival, in particular, has always attracted more 
omen than men, particularly to the craft markets and art exhibitions. Since attendance at these 
ee shows is a significant determinant of willingness to pay, the result of the sex variable is 
not surprising. In addition, women respondents gave the benefit of their children or young 
people in general, as an important reason for being willing to pay. The separate high and low 
income area regressions both showed age to be significant and negative. The sex variable was 
only significant in the high income area (at the 10% level of significance). 
 
 
The scope variable, coded as zero for a 25% decrease and one for a 50% decrease in festival 
size, was not significant in any of the logit regressions. One could argue that the reasons given 
for not being willing to pay would not depend on festival size. However, like income, the size 
of the good should matter to those who are willing to pay something. To test these theories, a 
Tobit model was used combining data from both Grahamstown and Oudtshoorn. Those 
w
fr
respondent’s whose stated WTP was greater than 1% of household income were included, but 
with their WTP amount decreased to the upper bound of 1% of household income. Thus, for 
those who did not give their income, the area income average (high income or low income) for 
each town was used. To test whether this bound significantly changed results, regressions were 
also run excluding those respondents whose willingness to pay was greater than 1% of 
household income, but this did not make a great deal of difference to the results.  
 
The Tobit model results (Appendix 2) are fairly similar to the logit results, but the area variable 
has become negative and significant, indicating that when the willingness to pay amount is 
considered income is an important determinant. The tobit model is a limited dependent variable 
model with the dependent variable censored at zero. It thus takes into account that some of the 
willingness to pay responses could have been less than zero (reflecting negative externalities), 
but that, given the nature of the question, respondents self-censored negative amounts to zero 
(Sigelman and Zeng, 1999). The results (Appendix 2) are very similar to the logit models 
xcept for two changes: the area variable (proxy for income) has now become nagative and 
gnificant, and, although still not significant, the scope variable is positive. Arrow et al. 
t 
 
 
ription of the 
hange in the size of the good and the relatively small difference between the two sizes (25% 
s 
 
 
ixed 
e
si
(1994), in their comments on the NOAA proposed rule on natural resource damage assessment, 
require WTP responses to be “adequately” responsive to scope, but also point out that the 
definition of “adequate” is dependent on the context of the research and ultimately a “judgmen
call”. Factors that would reduce the sensitivity of WTP bids to the scope of the good include
such things as risk, that is, whether respondents believe the proposals would be effective 
(Carson, 1997) and the fact that the saved resource might not be considered a perfect substitute 
for the original resource (Smith and Osborne, 1996). Foster and Mourato (2003) also cite Poe
et al. (1994) as showing that non-overlapping confidence intervals could lead to an 
“understatement” of the confidence interval in scope tests.  
 
n the case of these festivals, it is quite likely that the somewhat vague descI
c
and 50%) could be expected to produce a positive, but not significant difference in willingnes
to pay.   
 
The results suggest that, although the probability of being willing to pay to support the festivals
does depend to some extent on household income (tobit model results), it is also determined by
other variables, such as attendance at free shows, one’s views on the potential economic or 
financial benefits of the festival, opinions about educational value, future use value, pride and 
whether shows at the festivals were too critical of current “ways of life”, as well as some 
demographic variables, like age and sex. Contrary to the views of some municipal councilors, 
results also show that the benefits of these cultural events do not accrue only to the wealthier, 
mainly European-origin residents, but are also important to lower-income African and m
rigin people.  o
 
Building on Seaman’s (2003) ideas, the results of all the models also verify that WTP figures 
are capturing financial benefits, both current and future expectations, and suggest that it would 
be inaccurate to claim that the WTP figure is capturing only positive externalities. Thus, in 
order to measure only the positive externalities provided by the festival (or to add the WTP 
figure to the economic impact to get a total market and non-market value) it would be 
necessary to discount the WTP figure of earners and those expecting future potential earnin
in order to avoid double counting.  
 
4. Conclusions  
 
The argument that arts sponsorship benefits only the wealthy minority of society has not been 
well researched, particularly with regard to the positive externalities that the arts generate. By
conducting willingness to pay studies at the National Arts Festival in Grahamstown and th
Klein Karoo Nationale Kunste Fees in Oudtshoorn, it was shown that, although people from 
high income, mainly Caucasian areas attend more ticketed shows and gain more in terms of 
festival earnings, positive values also accrue to low income area residents.  
 
gs 
 
e 
eaman’s (2003) conclusion that it is possible that one cannot simply sum economic impact 
ts. 
rn residents and cannot thus be directly compared with the economic impact figures. 
owever, there is a strong indication that, for events with significant financial as well as non-
 
a residents, but also African and mixed-origin low income area residents attend 
nd value arts events. It is interesting to speculate whether recent funding changes at the 
 
ts 
e 
ld not only be high income area residents, who can afford 
 travel to larger centers to consume the arts, who would lose. The majority of low-income 
ho rely on these festivals for both positive cultural benefits and financial 
ains, and who have no available substitutes, would suffer as well.  
ous 
viewer for their very helpful comments on this paper.   
 
 
S
and contingent valuation studies to get a “full valuation” is partly borne out by these resul
The studies reported on here did not attempt to calculate the total non-market value of the 
festivals to all interest groups, but only the value of festival externalities to Grahamstown and 
Oudtshoo
H
market gains, CV studies are capturing current and expected future financial gains as well – 
particularly in low income households.  
 
Thus, if one were to try to derive a “full valuation” from CV and economic impact results, one 
would have to discount WTP figures for those respondents with current or expected future
earnings from the event before adding them to the economic impact figure in order to avoid 
double counting. Should the governments of developing countries sponsor the arts? Based on 
the above data, the answer is yes because it has been shown that, not only European-origin 
high income are
a
National Arts Festival are to some extent already reflecting these conclusions, in that, as 
festival audiences have become more diverse, public funding has increased, while private 
funding has waned. Perhaps, rather trying to “sell” high income festival audiences to private
sponsors and advertisers, a much better case can be made for the public funding of arts even
on the grounds that they do provide benefits, both market and non-market, to low incom
groups. Thus, if public funding to arts festivals were withdrawn, resulting in the 
discontinuation of the events, it wou
to
area residents, w
g
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Appendix 1: Response Rate and the Demographics of Respondents  
 
 
The response rate was generally very good. Of the people contacted, 89% from Grahamstown
and 97% from Oudtshoorn were prepared
 
 to participate. Unanswered calls were retried at least 
ice and interviewers offered to phone back at a more convenient time if respondents were 
 
tw
busy. All calls were conducted between seven and half past nine in the evening in the week 
following each festival. To facilitate responses, particularly opinions, interviews were 
conducted in English, Afrikaans and Xhosa by interviewers proficient in the language of 
choice. Only people eighteen years or older were interviewed since the questionnaire involved
questions about taxes and income. A total number of 97 interviews were conducted in 
Oudtshoorn and 199 interviews in Grahamstown.   
 
 
 
 Table A1. Demographics of the sample 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Appendix 2: Logit and Tobit Regression Results   
able A2. Combined Oudtshoorn and Grahamstown regression for high and low income areas 
sults. (Numbers in parentheses are standard errors) 
 
T
and separate high and low income area re
 
 
 
 
 
 
 Appendix 3: Calculating WTP 
 
 
 
 
 
Note 1.  
 
For those who were unable or unwilling to provide household income figures, the average 
household income in their area was used to calculate this figure.   
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